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‘options as compensatmﬂ expense m fnmacla& statements

We recognize the dxﬁ‘ﬁ:ﬂines n valamg empioyee service when such semw i5 o—btamed

* by wage or salary payments arid also by fssuance of 4 stock option. No vash changes
hands for the option portion of the service. If the employee were given the direct choice
of taking either additional cash compensation of the stéck option, this would help to
directly measure the perceived value of the stock option, but this rarely dccurs. The
difficulties in valuing the employee service provided in exchange for the stock option
portion of total compensation led the Board fo tarn ta option valuation models. As
discussed in paragraph C16, the stock option value is based, conceptually, on what the
Company “foregoes” by issuing the stock eption to the employee ratherthan issuing
similar stock options to third parties for cash (paragraph C17), and by then adjusting this
value for vesting and other factors present in the stock option, as described in Appendix
B. We support this concept. We also ‘support the flexibility shown for mmpubhc entities
in allowing the use of intrinsic valuations with periodic remeastrement.”

We urge the Boasd to develop and distfibute an appropriate attice pricing model, to
support #s contention in paragraphs C24, C45 and C46 about the avaitability and cost-
benefit aspects of the soﬁware‘too'ls itis reqairiﬁg entities of many different sizes to use.
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